Background
Services provided by physicians and other noninstitutional suppliers generate potential payment liabilities that are shared by the supplementary medical insurance (SMI) trust fund and the Medicare patients. Total liabilities are comprised of charges allowed by the Medicare program as "reasonable" charges and "balance billing" charges not allowed as reasonable on unassigned claims. Physicians who do not accept Medicare reasonable charge determinations as their full payment (i.e., do not accept assignment) may bill patients for amounts exceeding reasonable charges (balance billings). Physicians who accept Medicare reasonable charge determinations (i.e., accept assignment) may not bill patients for amounts exceeding reasonable charges. Allowed charges are comprised of amounts paid from the SMI trust fund (program payments) and patient liabilities (coinsurance and deductible amounts). Medicare coinsurance rates are generally 20 percent of allowed charges except for certain fixed-fee services that require no coinsurance or deductible payments.
All tabular data represent total fee-for-service physician and other noninstitutional supplier billings, including all the billings for services of certain hospital-based physicians prior to fiscal year 1984. Institutional billings for medical goods and services (i.e., billings by inpatient hospitals facilities, outpatient hospital facilities, nursing homes, home health agencies, etc.) are not included in this article.
With the inception of the prospective payment system (PPS) in October 1983, all claims for services rendered by fee-for-service physicians and other noninstitutional suppliers have been processed by Part B carriers. Prior to PPS, the services of certain hospital-based physicians were included in hospital bills processed by fiscal intermediaries (combined billing). A portion of the payment on the institutional bill, therefore, represented a professional component. Hence, an adjustment was necessary for such billings through fiscal year 1983.
Claims for covered Medicare services are sometimes not submitted to Part B carriers because the annual allowed charges are less than the deductible amount; therefore, no program payments are necessary. Estimates of these nonbilled charges are included in the appropriate tables. Dollar amounts for physician and supplier services in any time period may be portrayed either on a cash flow basis or on an accrued basis. The former reflects the period in which a payment was made, and the latter reflects the period in which a service was rendered and thus an expense was incurred. Dollar amounts in this article represent accrued amounts. Annual rates of change in total potential liabilities have exceeded 10 percent in all years except 1985 and 1986 (Table 2 and Figure 2 ). However, rates of change were much higher prior to 1982. The average annual rate of growth in program payments from 1976 to 1987 (16.9 percent) was about 1 percentage point larger than the average annual rate of growth in allowed charges (15.7 percent). This was primarily a result of the diminishing effect of the relatively fixed annual deductible amounts in a period of increasing inflation in physician charges. Figure 4) . During the period 1975-87, program expenditures increased at a faster average annual rate, 14.4 percent, than did beneficiary potential liabilities, 10.5 percent. Although the balance billing portion of beneficiary liabilities increased at a faster average annual rate during the period 1975-87, 11.3 percent, than copayments (i.e., deductibles and coinsurance), 10.5 percent, balance billing dollar amounts per capita dropped sharply in 1987.
Part of the growth in physician and supplier services as a percent of the gross national product (GNP) and national health expenditure is because of the faster annual rate of growth of the Medicare population, about 2 percent, than the general population, about 1 percent. Increases in Medicare enrollment above the general population growth accounted for only 15 percent of the increase in liabilities as a proportion of the GNP. Medicare prices and services per capita, which together rose faster than general prices and general outputs per capita, accounted for the remaining 85 percent of the increase in liabilities as a percent of the GNP.
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